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SIERRA LEONE: KEY ECONOMIC INDICATORS 


BASIC DATA 


Area: 27,925square miles 
Population: 3.5 million (1982 est.) 
2.3 % Growth Rate 
125 persons per square mile (approx.) 
GDP per capita (1981/82): US$359.8 (approx.) at current prices 


(Money values below are in millions of dollars except where noted.) 
(Parentheses signify deficit or decrease.) 
Fiscal Year = July-June 


A B C ange 
1979/80 1980/81 1981/82 C/B 


GDP at Current Prices 1083 1326 1241 30 
% Real GDP Growth Rate 357 0.5 -0.5 

Consumption 1074 1342 1194 (2.0) 
Investment 176 169 174 Lis 


GDP_ by Sectors (% of total GDP)* 


Agriculture, Forestry, Fishing Shs 30% J3s Ie 
Construction Js 

Mining EL. I a (46. 
Manufacturing Die Si 4, (14. 
Trade and Tourism 14 LD 13 (15 
Transportation & Communication 18. LS. (26. 
Other 19: 20. ZO. 22. 


Central Government Finance 


Total Revenue and Grants 226 151 (26. 

Total Expenditure 379 279 (19. 
(including Extra-Budgetary) 

Overall Deficit (153) (129) OTe 


Money and Prices B C % Change 
(calendar year) 1981 1982 C/B 
Money and Quasi Money Supply 264 409 54.92 
(year end/Leones) 
Central Bank Discount Rate 12 E22 
(year end): 
Wholesale Price Index 
(1975 = 100) 
Consumer Price Index 
(Freetown; 1961 = 100) 


Balance of Payments and Trade 


Current Account Balance (181) (170) (173) 12.4 
Capital Account Balance £22 46 47 ise 
Foreign Exchange cl 16 
Balance of Trade (171) (135) (141) 15.0 
Exports (FOB) 213 163 124 (16.1) 
Imports (FOB) 385 298 265 (2.0) 


Trade with the U.S.A. 


Exports to the U.S.A.** 80 Si 34.7 (31.96) 
Imports from the U.S.A. Zu 28 15.4 (45.00) 


NOTES: Figures are not always consistent because of varying sources. The 
1981/82 and 1982 figures given above are Bank of Sierra Leone June, 1983 
estimates. Sierra Leonean data have been converted at Lel.00 = $0.9528 for 
1980; $0.8639 for 1981; $0.8078 for 1982. 


*Percentages are of GDP at current prices and not of real GDP (i.e., the 
1981/82 figures only). 


**Due to the manner in which trade statistics are calculated, diamond 
purchases made from the CSO in London by U.S. buyers are considered as imports 
from Sierra Leone. Sierra Leone, however, considers these as exports to 


Great Britain and not the U.S.A. The U.S. Department of Commerce figures are 
used in this segment of the report. 





SUMMARY 


Approximately 65 percent of the workforce in Sierra Leone 

is engaged in subsistence agriculture. A minerally-rich 
country, Sierra Leone has relied on the mining sector in 
general and diamonds in particular as the engine of the 
economy. Between 1962 and 1972, the first decade of 
independence, production and income rose impressively. The 
Government did not experience any serious limitation of 
financial resources. The situation changed in 1972 for three 
reasons: first, output declined as a result of the depletion 
of alluvial deposits; second, oil prices increased drasti- 
cally; and third, there was a general rise in the prices 

of imported manufactured goods. Sierra Leone's balance 

of payments situation deteriorated steadily in the 1980's 

as import bills rose and exports fell in value and volume. 
By 1982 petroleum claimed almost 60 percent of Sierra 
Leone's export earnings. Sierra Leone's short-term pros- 
pects depend heavily on a continued flow of external 
assistance. The Government has had extensive consultations 
with the International Monetary Fund over the past year. 

It has adopted several measures believed to be advocated 

by the IMF,such as adjusting the exchange rate, reducing the 
budget deficit, cutting petroleum subsidies, and increasing 
agricultural producer prices. There is a very good possi- 
bility that Sierra Leone will be able to work out a stand- 
by agreement with the IMF in the near future. The Government 
hopes an IMF program will be accompanied by complimentary 
increases in World Bank lending. The next two or three 
years will be difficult ones for Sierra Leone. Appropriate 
agricultural prices and intensified efforts to increase 
agricultural production could increase import earnings, 

but the bill for imports will still rise with the rate of the 


increase depending upon the demand policies pursued by 
the Government. 


CURRENT ECONOMIC SITUATION AND TRENDS 


OVERVIEW OF THE ECONOMY: FY 1982/83 was a very difficult 
year for Sierra Leone. During this period, the Gross 
Domestic Product (GDP) stagnated, or declined, in nominal 
terms and, given an estimated population growth rate of 

2.6 percent, real GDP registered a negative growth. The 
decline in GDP followed several years of economic stagnation 
after vigorous growth in the 1960s and early 1970s. The 
major factors were a fall in diamond production, a cessation 
of iron ore mining (resumed in December 1982) and a fall 

in agricultural exports. The causes of the fall in pro- 
duction included the reduction in world demand for commodities 
resulting from recession in industrial countries, the 
overvaluation of the Leone, and high domestic demand 
resulting in high inflation. As balance of payments came 
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under increasing pressure, acute shortages of foreign 
exchange to import raw materials and spare parts further 
reduced productivity. Export earnings in the crucial 
diamond sector fell sharply as alluvial diamond deposits 
were depleted and smuggling increased. Smuggling of 
agricultural commodities, particularly to Liberia, further 
reduced export revenues. By the close of calendar year 
1982, there was a 22 month wait for foreign exchange 
allocations through the central banking system. By the 

end of FY 1982, the time had lengthened to nearly 26 months. 
The Government became alarmed at the situation and attempted 
to rectify it by introducing modified exchange arrangements. 
These arrangements, called the two-tier system, set up 
parallel rates of exchange at the rate of Le2.50 to US$1.00 
through the Central Bank while Government was allowed to 
utilize the rate of Lel.25 to US$1.00 in order to buy 
certain commodities and obtain foreign exchange for Govern- 
ment expenditure. The system did not work very well. 

The commercial market for the leone at Le2.50 attracted 
most of the limited amounts of foreign exchange because 

it was more profitable for banks to exchange dollars for 
leones in the commercial market than the official one. 
However, the two-tier system served to condition the public 
for devaluation and on July 1, 1983 the Government abandoned 
the two-tier system and harmonized the rate for the leone 
at Le2.50 to US$1.00. The extreme shortage of foreign 
exchange has again pushed the black market rate of the 
leone to almost double the official rate. At the present 
time, allocations for foreign exchange are based on its 
availability. None of the backlog of previous foreign 
exchange requests has been cleared. The rate of inflation 
increased markedly. From June 1982 to June 1983 the cost 
of living index in Freetown rose by about 71 percent and 
the rate appears to be accelerating. 


The lack of foreign exchange continues to be a problem 

for Sierra Leone and is one of the major reasons for 

lack of industrial development within the country. 
Government spending, which is now being carefully monitored 
by the Ministry of Finance, has been reduced. The Government 
set itself the target of reducing the overall budget deficit 
of Le236.7 million to Lel44.85 million. Although the 
Government did not reach its goal due to a substantial 

and unexpected fall in revenues for FY 1982, it did succeed 
in reducing the overall budget deficit to Lel91 million. 
There is every indication that the Government is trying 

to rectify the current problems with the economy, but it 
will take time and a large influx of foreign assistance 

to produce results in the very near future. 


Several of the economic reform measures adopted by the govern- 
ment, including exchange rate adjustment, budget austerity, 


raising of agricultural producer prices and reducing subsidies 
on retail petroleum products, are consistant with advise 
offered by International Monetary Fund. As of October 1983 

it appears that the government and the IMF have reached agree- 
ment on a one-year standby program which could ease this 
country's extreme foreign exchange crunch. 


MINING: mineral exports continue to be a major foreign 
exchange earner constituting about 70 percent of all exports. 
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in FY 1982. Diamonds have consistently accounted for over 
half of Sierra Leone's export earnings in the past. However, 
diamond production during FY 1982 fell below levels achieved 
in recent years. The output of diamonds attained a level 

of 443,000 carats in FY 1980/81 and fell sharply by 30 

percent to 339,000 carats in FY 1981/82. Production of 
diamonds during the first nine months of 1982/83 totalled 
248,000 carats and indications are that for the full financial 
year levels will not reach those of 81/82. Consequently, 
export values and volume are now at their lowest recorded 
levels due to a substantial decline in output combined with 
the intensification of smuggling activity. Export of diamonds, 
which accounts for a substantial portion of the total domestic 
exports, is projected at about US$37.2 million during the 
1982/83 financial year compared with a figure of US$54.5 
million. If the still unsettled financial arrangements for 
the proposed US$120 million kimberlite diamond project 

can be concluded soon, it could in time probably generate 
enough diamond production to reverse current production 
declines assuming that market demand remains at current levels. 


Production of bauxite under the Sierra Leone Ore and Metal 
Company (SIERMCO) has suffered a number of setbacks in recent 
years. The level of output reached a peak of 659,000 metric 
tons in 1980/81 and dropped by 23 percent to 584,000 metric 
tons in 1981/82. Production between July 1982 and March 1983 
was recorded at 454,000 metric tons. The company failed to 
reach its target of one million metric tons of washed 

bauxite because of the depressed state of the world market. 
It is envisioned that with the expected recovery from the .. 
world economic recession, market opportunities will gradually 
improve during 1983/84 leading to a further increase in 
export proceeds. 


Sierra Rutile Limited (100 percent owned by Nord Resources, 
an American firm) achieved significant increases in pro- 
duction during 1979 and 1980. The level of production had 
risen by about 48 percent from 46,000 metric tons in 1980/81 
to 68,000 metric tons in 1981/82. However, during the second 
half of 1982, the company was faced with imminent closure, 
during which time there was a cessation of mining activities. 
This halt in production was due to the fact that the demand 
for rutile was very limited and output was reduced so that 
large stockpiles of the mineral could be utilized. Market 
prospects are improving for rutile and the company has 
agressively sought more markets for rutile. The company 
projects a 60,000 to 70,000 ton production for calendar 

year 1983. 


The Marampa Iron Ore Mines have been reactivated after a 
closure of five years and commenced shipment of iron ore 
in February 1983 with a tonnage of 64,000 metric tons valued 
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at US$645,000. It is expected that the company will achieve 
its target production of 800,000 metric tons during this 
calendar year generating about US$9 million in foreign 
exchange. 


Although gold mining was resumed in 1981, the results have 
not been as good as expected in terms of foreign exchange 
earnings. Total purchases by the Bank of Sierra Leone 

were 12,000 crude ounces during 1981/82. During 1982/83, 
purchases are projected to decline to 4,000 crude ounces 
valued at Le2 million due to a variety of factors, including 
the intensification of smuggling activity as well as the 
prevalence of unfair trading practices by both licensed 

and unlicensed buyers. However, with the measures soon 

to be introduced by Government to curb smuggling, the Bank's 
performance is expected to improve significantly. 


AGRICULTURE: Agriculture is the dominant sector providing 
employment to 65 percent of the labor force. Its contribution, 
however, to GDP is about 30 percent due to the low productivity 
of this sector. Rice, the staple food, is grown primarily 

by subsistence farmers who are about 80 percent of all 

farmers. Even so, the country faces large rice shortages 
which necessitate imports of rice into the country. Although 
most rice imports are on concessional terms, in 1982 rice 
imports amounting to almost 90,000 tons cost Le48 million. 

This is equivalent to 36 percent of official export earnings. 
Coffee, cocoa and palm oil are the major export crops and 

the principal sources of cash income for the agricultural 
population. 


During the 1982/83 fiscal year, the performance of the 
agricultural sector was sluggish. This reflected the 
prolonged world-wide depression and the low prices for 
agricultural commodities. The effect of an overvalued 

leone to the dollar also contributed to extensive smuggling 
of produce over the border to Liberia in search of scarce 
hard currency. Although both in 1982 and in January 1983 
Sierra Leone Produce Marketing Board (SLPMB) raised producer 
prices, it has so far not been enough to significantly 

reduce smuggling activity. During FY 1982, the total volume 
of produce purchased by the Board deteriorated significantly. 
The total volume of produce purchased by the SLPMB fell from 
a little over 30,000 tons valued at just over US$21.5 million 
in 1981/82 to an estimated 24,000 tons valued at US$24.9 ci 
million in the 1982/83 fiscal year. 


FOREIGN ASSISTANCE: Sierra Leone has received substantial 
economic foreign assistance from multilateral lending 
institutions, Western countries and the Peoples' Republic 

of China. Major aid projects aimed at improving agricultural 
productivity are being financed in whole or in part by 
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the World Bank's International Development Agency (IDA), 

the European Economic Community (EEC), and the African 
Development Bank (ADB). The Islamic Bank has also made 
some substantial contributions to Sierra Leone. In addition, 
a number of projects are the result of bilateral agreements. 
An example of the latter is the highly successful Adaptive 
Crop Research and Extension (ACRE) project of USAID which 
is being implemented in conjunction with the Sierra Leonean 
Ministry of Agriculture, Forestry and Natural Resources 

and Njala University. Several private agencies, such as 
CARE and Catholic Relief Services (CRS), are also actively 
assisting the agricultural sector and the rural population. 
The Government is proposing the Bumbuna Hydroelectric Power 
Project to reduce the cost of energy. This is a very large 
project and costs are estimated at about US$280 million 
with a foreign exchange component of US$180 million. Even 
if the money is raised for Bumbuna, it will take several 
years for the benefits to accrue to Sierra Leone in the 
form of decreased energy costs. 


IMPLICATIONS FOR AMERICAN BUSINESS: Foreign investment 

is officially encouraged by the Government of Sierra Leone, 
but certain aspects of Sierra Leone's commercial climate 
require careful study before setting up a business. It is 
advisable for any prospective businessman to consult a 
Sierra Leonean businessman or attorney for advice about the 
tax code, the provisions of the Development of Industries 
Act, and the regulations governing customs and excise. A 
new development code will be introduced in Parliament 

in 1983 and is intended to give particular attention to the 
development of agro-based industries using domestic materials. 
Current legislation permits, upon approval of the Bank of 
Sierra Leone, the transfer of dividends, principal and interest 
payments. Because of severely limited foreign exchange 
reserves, the Bank's foreign exchange pipeline requires in 
some cases a 26-month wait for currency conversion. The 
length of the pipeline has steadily increased over the 

past year. It is unclear whether recent measures will 
reverse this trend in the very near future. Several firms 
dependent upon raw material imports from abroad have at 

times been forced to reduce local production or cease 
production altogether because of the difficulties in 
obtaining foreign exchange allocations for necessary imports. 


Local business practices include some influence peddling 
and bribery, known as dash. These practices run counter 
to the United States Corrupt Practices legislation. A 

no-nonsense approach and the aid of a good local partner 
or consultant will usually suffice to circumvent these problems. 


Sierra Leone has been a one party Parliamentary democracy 
since 1978. It has been traditionally oriented to the 
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West, but also pursues a non-aligned policy. No American 
firm has ever been appropriated or nationalized. American 
businesses have enjoyed the rights and privileges laid 
down by the Government of Sierra Leone irrespective of 
changes of government. U.S. companies operating in Sierra 
Leone include Sierra Rutile, Ltd., Mobil Oil (S.L.), 
Texaco Africa, Seaboard West Africa, Sterling Health 
Products, Louis Berger International and the American 

Life Insurance Company. Most major American firms in 
Sierra Leone are insured by the Overseas Private Investment 
Corporation (OPIC). 


During 1982, the United States exported US$15.4 million 
worth of goods to Sierra Leone. Some of the exports included 
approximately US$2,376,000 for small commercial ships, 
US$827,000 for textiles and over US$1 million worth of 

wheat. Other exports included large quantities of industrial 
supplies, such as iron rods, ropes and air conditioners. 

It is expected that U.S. exports to Sierra Leone will drop 
slightly in 1983 due to lack of availability of foreign 
exchange. U.S. imports from Sierra Leone totalled USS34.7 
million for 1982. The most valuable imports were diamonds, 
coffee, rutile (a titanium ore), and ginger. Statistics 
available from the U.S. Department of Commerce suggest that 
exports to the United States will drop considerably for 1983. 
In 1982 the total value of Sierra Leone's exports to the 
United States was US$34,742,000. From January to May of 
1982, the value was US$17,236,000. The total value of 


exports from Sierra Leone to the United States for the period 
January-May 1983 is only US$1,197,000. The reasons for 

the drastic reduction of exports are the falling prices 

of diamonds and falling output. Diamonds and cocoa have 


traditionally accounted for about two-thirds of the value 
of Sierra Leone's exports. 


There are good prospects for U.S. exports of rice, small 

gift items, cosmetics, used clothing, shoes and jeans. 

There is a limited opportunity to export graders or 

other heavy equipment for road projects that are periodically 
in progress within the country. Sierra Leone's profitable 
fishing industry has been a good market for trawlers. 


American investors may find some opportunities in diamond 
and gold mining. However, government policy in the mining 
sector is for Sierra Leoneans to have a controlling equity 
interest in such ventures. Deep gold mining is currently 
less encumbered with government regulations than other 
opportunities in this sector. Any businessman interested 
in diamond and gold mining should be aware that there are 
many pitfalls because of licensing requirements and the 
government interest in curbing smuggling of these items 
from the country. All investors in the gold and diamond 
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areas should proceed cautiously and seek the advice of 

a trusted Sierra Leonean consultant or business partner 
before committing any resources to such projects. With 
regard to manufacturing, although Sierra Leone's domestic 
market is small, the country's membership in the Mano River 
Union (MRU) and the Economic Community of West African 
States (ECOWAS) could provide a larger market for light 
industries that are based in Sierra Leone. Utilization 
of Sierra Leone's many skilled tailors to stitch pre-cut 
garments for re-export would be a possible manufacturing 
venture entailing low labor cost. 


® U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:591 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 


Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
BLINDFOLDED? tives: ccniesinirmtin nomen tne sd 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ distribution channels 

@ natural resources 

® population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
business 


overseas 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
LESTE LIL TIE SL IO RS LET OIA TTI EDLY LITE LL AI LEED LTE LLG EIT IEEE LLIB LIL ECD ALN IO NIE MEEBEE ER AS ES a REN AIRE AD SET 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


) Credit Card Orders Only 
Enclosed is $________ DO) check, , 
C money order, or charge to my al Total charges $______ Fill in the boxes below. 


Deposit Account No. Credit 
rere cadNo. LLT TTT TITITTITIT Tt iT) 
MasterCard : 
Expiration Date 
Order No. : Month/Year i. 1) 


Enter my subscription to: (] Overseas Business Reports at $44 per year ($55 overseas) 
0 Foreign Economic Trends at $90 ($112.50 overseas) 


Company Name 

Individual’s Name—First. Last 

Street address 

City State ZIP Code 


whol ckideAadbiilbacdual 


(or Country) 


Pidecdadndad 


PLEASE PRINT OR TYPE 





Confused about Export _ The ipo Adan guns 
_ Licensing Requirements? a cate reer 
requirements: 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
Te e What Policies are followed in consider- 
8 ee ing license applications? 
e How do | know when the policies 
change? 
e Are there restrictions on exports to cer- 
tain countries? 
e Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which expiain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your 
subscription to the Export Administration 
Regulations. 
SUBSCRIPTION RATES 


in the United States $105.00 
To foreign countries $131.25 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


ORDER FORM To: 


Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Enclosed is $_____ 0) check, 
Cp aianabie ar ehaige te ay Total charges $____ Fill in the boxes below. 
Deposit Account No. . Credit 


[(TITILIIHO Card No. Lod LD ddcbacd chk dhcsbicha Malad 
Expiration Date 
Pa Month/Year | CITT) 


Please send me set(s) of the U.S. Department of Commerce Export Administration Regulations and 
supplementary Export Administration Bulletins for the publication period beginning October 1, 1982. 


Name—First, Last 


sae name or stats address line 


treet address 


ity tate ZIP Code 


(or Country) 


PLEASE PRINT OR TYPE 





oe 




















